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Financial Highlights 


1976 1975 Change 

TOTAL REVENUE 20: S0hes carts ee ee ee $25,162,410 $17,000,643 +48% 
EARNINGS: 

Before extraordinary item .................000- $ 1,503,546 $ 953,888 +58% 

Extraordinary"earningsi.2 s.00. ee ween eee 7 — 367,551 _— 

Net, earings; ..¢scs0csc scien ny eee ane? $ 1,503,546 $ 1,321,439  +14% 
SHARES OUTSTANDING ................0 oye eeeee | 916,703 885,503 
EARNINGS PER SHARE: 

Before extraordinary item ..................... $1.68 $1.08 +56% 

Extraordinary earnings! 2... omee re eee = eee — 

Net earnings = oc 22.2 ont ee ei se eee ee $1.68 $1.49 +13% 
RETURN ON AVERAGE SHAREHOLDERS’ EQUITY ... 30.3% 37.5% 


The Annual and Special General Meeting of the 
Shareholders of the Company will be held at 
the office of the Company’s solicitors, Jones, 
Black & Company, 300 Bentall Building, 444- 
Seventh Avenue S.W., Calgary, Alberta, Canada 
on Wednesday, September 29, 1976 at 10:00 
a.m., Calgary time. 
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What is Thomson Industries 


Oilwell Drilling Contractor 
Owns and operates 31 drilling rigs in the United States, Ca 


Oilwell Servicing Contractor 
Canada. 


as Exploration 
Explores for a and gas onshore in the United States and Canada. 


\ 


Employs 600 Baspie in Seven Operating Divisions 
Each division operates under its own management team with overall direction from Head 


Office in Houston, Texas. 


A Public Company 
‘Listed on the Toronto and Alberta Stock Exchanges. There are approximately 1,000 share- 


holders in the United States, Canada and Europe. 


Corporate Objectives 


General 
To consistently earn for our shareholders a competitive return on their investment by providing 
@ the necessary management, technical skills, service and equipment to explore for and develop 
natural resources on a worldwide basis. 


To provide an environment which will permit all employees to develop to the fullest of their 
@ capabilities, to contribute to and participate in the Company’s success and to fulfill their own 
sense of purpose. 


Strategic Targets 
Set out below are Strategic Financial Targets that management plans to achieve for the next 
five years. These Targets should not be construed as predictions. They are meant to serve 
as a guide to the investor in assessing the effectiveness of management performance. The 
Targets assume that the present strong demand for drilling and oilwell remedial services 
will continue for the next five years. 


@ Annual rate of return on average invested capital 15% 


@ Annual rate of return on average shareholders’ equity 35% 


@ Annual rate of growth in total assets 35% 

@ Anticipated debt/equity ratio TO LOw 

e@ Annual sales growth 35% per year. Sales of $100 
million in fiscal 1981 

@ Annual earnings growth 35% 

e@ Dividends Annual increase of 10¢ per share 


To Our Shareholders 


John W. Thomson 
President and 
Chairman of the Board 


In fiscal 1976 your Company, for the fifth 
consecutive year, achieved record sales and 
earnings. Sales reached $25 million compared 
to $17 million in the previous year. Current 
year’s earnings were $1.5 million ($1.68 per 
share) compared to $954,000 ($1.08 per share) 
last year. Prospects for the coming fiscal year 
are most encouraging. 


Thomson Industries’ activities have always 
been related to the oil industry. During the last 
three years the Company has broadened its 
income base within the oil industry by expand- 
ing the type and geographical location of our 
services. Three years ago Target Well Servicing 
was acquired to participate in the increasing 
demand for oil well workover services. Bow 
Island Drilling was also started three years ago 
to participate in the shallow drilling market in 
Eastern Alberta. Previously Thomson’s drilling 
operations had been confined to medium and 
deeper drilling in Western Alberta. To further 
diversify income and earnings, Cayuga Oil & 
Gas was formed in the fall of 1973. While 


Cayuga’s oil and gas production has not been 
significant to date, the next two years should 
show a substantial increase in income from this 
source. Two years ago drilling operations were 
established in the United States by moving six 
rigs to Wyoming and Colorado and five rigs to 
Texas. Last year our activities were expanded 
outside of the oil industry by moving three rigs 
to England to evaluate new coal reserves for 
the National Coal Board. 


During the past year your management and 
Board of Directors developed a five year plan 
aimed at further expansion of its operations in 
the oil industry and in other non-oil related 
drilling opportunities. Management believes the 
long-term outlook for oilfield services and 
exploration in the United States and Canada 
is more favorable today than at any time in 
recent years, in view of the substantial increases 
in prices for oil and gas. In addition to the 
optimistic outlook in North America for oilfield 
services, we are enthusiastic about the oppor- 
tunities available overseas. 


We believe that oil and gas imports from the 
Middle East and Africa will be substantially in- 
creased during the next decade. Oil exporting 
countries in these areas are and will be invest- 
ing heavily in the development of their natural 
resources. An integral part of our five year plan 
involves the expansion of our operations into 
these burgeoning markets. Of particular interest 
to us is the market for water well drilling in 
these countries as they are making concerted 
efforts to irrigate desert areas for agricultural 
production. 


The United States and Canada must dramat- 
ically increase their exploration effort. North 
America is consuming oil and gas much faster 
than it is finding replacement reserves. In 1975 
the United States consumed 2.9 billion barrels 
of oil and 19.7 trillion cubic feet of gas while 
finding only 1.3 billion barrels of new oil and 


10.7 trillion cubic feet of gas. Based on these 
rates of consumption, the United States will use 
all of its existing reserves in less than ten years. 
Canada is now a net importer of oil, importing 
850,000 barrels of oil per day and exporting 
500,000 barrels per day. Canada has declared 
that oil exports will be discontinued by 1980. 


While the governments of Canada and, to a 
lesser extent, the United States have drastically 
interfered with the orderly exploration and 
development of new reserves, it would be short 
sighted to take a pessimistic or defeatist view 
with respect to the future of the industry in 
North America. Substantial reserves of new oil 
and gas can be found and developed, provided 
the industry is given the necessary economic 
incentive. 


By reinvesting internally generated cash flow 
and by borrowing additional funds, the Company 
plans to invest approximately $40 million in new 
equipment and $10 million in oil and gas ex- 
ploration over the next five years. The corporate 
objectives and the strategic financial targets 
which we have established for ourselves are 
set out on the preceding page. We recognize 
that our growth objectives represent a formid- 
able challenge. To achieve our goals we further 
recognize the need for strong operating man- 
agers with a high level of experience and dis- 
cipline. Tight budgets, controlled procedures 
and periodically targeted profit improvement 
efforts are essential to meet our goals. New 
management skills must be developed and ac- 
quired. Careful planning and adequate incen- 
tives are key factors for the achievement of our 
objectives. 


In the five year plan we have endeavored to 
estimate the impact of future inflation. We be- 
lieve that the deeply ingrained pressures of 
increasing labor costs and government expendi- 
tures which are built into the free world econo- 
mies will continue to drive prices upward at a 


relatively high rate. During the last five years 
equipment and labor costs in our industry have 
doubled and in some instances have tripled. 
The rising trend in equipment costs is demon- 
strated by the Statement of Estimated Current 
Value of Assets shown on page 26. You will note 
the significant differences between ‘‘depreciated 
book value’’, “estimated current value” and ‘‘new 
replacement value’. We have assumed in our 
expansion plans that we will be able to pass 
on to our customers the expected further in- 
creases in equipment and labor costs in order 
to maintain a satisfactory return on invested 
capital. This assumption is predicated on the 
demand, as we see it, for efficient drilling opera- 
tions, and on the belief that rising prices for 
oil and gas will permit passing on these in- 
creased costs in the price of our services. 


The management of your Company believes 
that it can improve earnings by continuing its 
commitment to improve operating efficiency 
and by striving to offer the best possible ser- 
vice to its customers. Everyone in Thomson 
Industries is enthusiastic about the five year 
plan and very proud of what they have achieved 
to date. On behalf of the Board of Directors, 
|! want to thank all of our employees who have 
made Thomson Industries the Company it is 
today. 


On behalf of the board 


be rh 


/ John W. Thomson 
President & Chief Executive Officer 


August 2, 1976 


THOMSON INDUSTRIES LIMITED 
12 Year Financial Summary 


1976 

Revenue aici erences bes $25,162,410 
Cash FlOW sit 2 ee oe 3,546,354 
Operating Profit (Loss) .+......... 1,503,546 
Net Income: (Loss) ite: 3.4 .cnton. one 1,503,546 
Total ASSetS: sii. naire ener shame 18,718,647 
Shareholders’ Equity .............. 5,724,324 
Average Invested Capital (1) ...... 10,214,446 
Return on Average Invested 

Capital: (2) in eeia ae ee 16.9% 
Return on Average Shareholders’ 

Equity: s0tic2 igor eee eee 30.3% 


1975 
$17,000,643 
2,514,316 
953,888 
1,321,439 
13,179,212 
4,188,233 


6,505,652 


20.1% 


37.5% 


(1) AVERAGE INVESTED CAPITAL is the sum of long-term 
debt, deferred taxes and shareholders’ equity at the 
beginning of the fiscal year and at the end of the fiscal 


year divided by two. 


(2) RETURN ON AVERAGE INVESTED CAPITAL is the earn- 
ings for the year plus one-half the interest on long-term 


debt divided by average invested capital. 


1974 
$11,560,560 
1,661,442 
588,507 
588,507 
9,390,551 
2,857,944 
4,455,958 


14.7% 


23.0% 


1973 
$8,141,853 
868,856 
226,535 
285,586 
5,806,013 
2,255,344 
3,863,991 


8.1% 


13.7% 


1972 
$7,497,948 


472,711 

23,220 
195,135 
| 6,153,308 
1,909,758 
| 4,377,932 


6.2% 


10.9% 


1971 
$5,321,384 
72,194 


(103,121) 
(212,996) 


5,141,328 
1,684,139 
4,088,469 


1970 


$4,624,358 


806,705 
297,949 
297,949 
4,393,345 
1,259,376 
2,851,139 


12.9% 


26.4% 


1969 
$4,247,224 
556,782 
217,716 
217,716 
2,356,326 
1,000,127 


1,894,265 


12.6% 


24.4% 


1968 
$3,103,309 
340,636 
107,575 
266,870 
2,229,407 
785,111 
1,767,950 


16.5% 


40.9% 


1967 
$2,966,955 
494,370 
206,531 
268,690 
2,146,664 
520,941 
1,240,625 


22.5% 


67.5% 


1966 
$1,806,212 
350,472 
169,822 
169,822 
997,330 
274,951 
977,951 


30.3% 


88.7% 


1965 
$949,942 
129,090 
62,729 
62,729 
994,614 
107,829 


425,122 


15.4% 


58.2% 


United States Drilling 


Operations 
(13 Rigs 6,000’ to 11,000’) 


Lawrence E. McDaniel, 
Vice-President, Drilling 
Operations, United 
States 


1974 and 1975 marked a sharp reversal in the 
steady downtrend in oil and gas drilling in the 
United States since the mid 1950’s. This reversal 
is directly related to the increased prices of 
oil and intrastate gas in recent years. In 1975 
rotary rig activity took a sizable jump for the 
third consecutive year. Rigs at work during the 
year averaged 1660 compared to 1421 in 1974 
and 1194 in 1973. Peak activity was reached in 
December 1975 with 1811 rigs at work. 


Drilling activity declined to an average of 
slightly less than 1500 rigs during the first six 
months of 1976. The decline in activity in the 
Rocky Mountain area was particularly pro- 
nounced where the number of active rigs de- 
clined by almost 50%. This decline in activity 
was due to the passage of the new energy Dill 
constraining oil prices, continued regulation of 
interstate gas prices and a substantial reduction 
in the depletion allowance to oil producers. 


A comparison of our rig utilization* for the six 
month period ended April 30, 1975 as compared 
to the 12 month period ended April 30, 1976 is 
set out below. 

Six Month Twelve Month 


Period Ended Period Ended 
April 30, 1975 April 30, 1976 


Rocky Mountains ... 72.5% 58.1% 
South Texas ....... 83.8% 84.7% 
Ota os oa ae eee 76.6% 70.7% 


Because of the decline in activity in the Rocky 
Mountains, one rig was moved to South Texas 
where the market remained relatively stable. 
In addition, two rigs were purchased immediate- 
ly prior to the end of the year and are now 
operating in South Texas. At the year-end 
Thomson Drilling Inc. was operating eight rigs 
in the Laredo area of South Texas and five rigs 
in Wyoming and Colorado. 


In order to improve marketing and operating 
control in South Texas and the Rocky Mountain 
area it was decided to divide Thomson Drilling 
Inc. into two divisions. The Rocky Mountain 
division will continue to be operated from Den- 
ver and a new division office has been set up in 
Houston for South Texas. Field operation offices 
for each division remain in Casper, Wyoming 
and Laredo, Texas. 


Since the end of the fiscal year there has been 
a broad-based increase in drilling activity, par- 
ticularly in the Rocky Mountains. All of our rigs 
are currently committed for several months 
ahead and it appears that activity will continue 
on a high level for the remainder of 1976. Rig 
utilization for the current fiscal year is projected 
to be 75%. 


During the year $1 million was spent upgrad- 
ing the rigs to improve marketability and profit- 
ability. Stringent efforts are being continued by 
management to reduce rig maintenance costs, 
which amounted to $2.1 million last year. 


Because of rapidly declining oil and gas re- 
serves in the United States, the longer term out- 
look for land drilling services should be excel- 
lent. In the next two years it is management's 
intention to increase the number of rigs operat- 
ed by Thomson Drilling Inc. from 13 to 20. 


* Rig utilization, as referred to above, is based on the 
number of days actually spent drilling the well and does 
not include time moving, rigging up and tearing out. 


Photo courtesy of our customer,/nexco Oil Company. 


Canada and United Kingdom Drilling Operations 


Marvin J. Jones, 
Vice-President, 
Drilling Operations, 
Canada and U.K. 


Bow Island Drilling 
(6 Rigs 1,000’ to 3,000’) 


In 1976 Bow Island Drilling maintained its 
place as the leading contractor in the shallow 
drilling market in Western Canada, completing 
400 wells. Bow Island achieved a rig utilization” 
of 59% as compared to the industry average of 
50% for the year. 


In September 1975 Bow Island drilled its 
1000th hole since commencing operations 2%2 
years ago. During this period Bow Island drilled 
almost two million feet of hole. 


The increase in the price of gas in Canada 
should result in a continued strong demand for 
rigs to drill the shallow gas reserves of Eastern 
Alberta. In order to maintain Bow Island’s posi- 
tion in the industry, four additional rigs are 
being constructed. These rigs will be put into 
operation in the summer of 1976 and will in- 
crease the number of rigs operated by this divi- 
sion to ten. 


* Rig utilization, as referred to above, is based on the 
number of days actually spent drilling the well and does 
not include time moving, rigging up and tearing out. In 
addition, utilization appears low because the calculation 
is based on 365 available days for operation whereas 
the rigs in Western Canada are prohibited from moving 
during the spring thaw each year, for a period of 
approximately six weeks due to road restrictions. 
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Sarcee Drilling 
(5 Rigs 3,000’ to 6,000’) 


During the year Sarcee drilled 134 wells and 
achieved a rig utilization* of 50% as compared 
to the industry average of 52%. 


In October 1975 Sarcee shipped one of its 
rigs to England to drill for the National Coal 
Board of Great Britain. Sarcee is currently oper- 
ating five rigs in Western Canada. 


Demand for Sarcee-type rigs should remain 
buoyant in the foreseeable future with the in- 
creased price of gas in Canada. The Company 
plans to expand this division in the near future 
to take advantage of this demand. 


Thomson Drilling (U.K.) 
(3 Rigs 1,000’ to 6,000’) 


This division successfully completed 48 core 
holes in 1976, exploring for and defining new 
coal reserves for the National Coal Board of 
Great Britain. Two shallow rigs commenced op- 
eration in the summer of 1975 and a third deeper 
rig (5,000’) was added in October 1975. 


For the coming year Thomson Drilling (U.K.) 
has been awarded a contract to drill 36 core 
holes for the Coal Board. In addition, it is ex- 
pected that a small number of oil and gas wells 
will be drilled for other companies. 


There are many opportunities for drilling ser- 
vices in other European countries and we are 
hopeful of penetrating these markets. 


Bow Island’s Rig 31 drilling the division’s 1,000th hole for 
Pacific Petroleums Ltd. in Eastern Alberta on September 
SOMOS: 


Se 


=o 


Oilwell Servicing 


George Goruk, 
Vice-President, Oilwell 
Servicing 


Target’s “Coiled Tubing Unit’ operating for Chevron. 


Wr 


Target Well Servicing operations comprise 
completing oil and gas wells after production 
casing has been set, replacing pumping equip- 
ment, cleaning the well bore and well stimula- 
tion. 


For the tenth consecutive year Target experi- 
enced an increase in sales and net profit. In 
1975 demand for service rigs remained strong 
and sales revenue for the year increased by 
35% to $2,250,000. 


During the year Target added one conven- 
tional service rig and one coiled tubing unit, 
bringing their total number of operating units 
to 11. The coiled tubing unit which was put into 
service in July 1975 was accepted most favor- 
ably by our customers. 


The outlook for Target Well Servicing con- 
tinues to be excellent. The level of drilling ac- 
tivity is increasing and with increased prices for 
oil and gas, many wells which were marginally 
economic are now being worked over for in- 
creased production. 


In July of 1976 two new conventional rigs and 
a second coiled tubing unit were purchased and 
placed into operation. 


* Rig utilization, as referred to above, is based on the 
number of days actually spent drilling the well and does 
not include time moving, rigging up and tearing out. In 
addition, utilization appears low because the calculation 
is based on 365 available days for operation whereas 
the rigs in Western Canada are prohibited from moving 
during the spring thaw each year, for a period of 
approximately six weeks due to road restrictions. 


Oil & Gas Exploration 


During the year a total of one million dollars 
was invested in the drilling of 22 wells and in 
acquiring interests in 34,000 acres of oil and 
gas leases. Eight wells discovered gas and 14 
wells were adandoned as dry holes. In addi- 
tion $150,000 was invested in facilities to place 
two Alberta gas properties on production. Net 
revenues for oil and gas production totalled 
$220,000 as compared to $146,000 last year. An 
additional $102,000 was realized from the sale 
of undeveloped properties. 


Douglas Burton Dunn 
President of Cayuga 
Exploration Inc. 


pees 
LOUISIANA 
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* \ 
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MADISONVILLE } 
O 


\ 
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ow 


LOUISIANA & 
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50 
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MILES 


xe CAYUGA EXPLORATION 
INC. DISCOVERIES IN 
1975 
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RECENT WOODBINE 
OIL DISCOVERIES 
(8,500) BY BUTTES 


5 MILES FROM 
AMALGAMATED 
BONANZA WELL 
PRODUCTION CASING 
SET AT 11,000’ 


WOODBINE 
COMPLETION 
1970 

8 MILES FROM RECENT 

WOODBINE OR SUBCLARKSVILLE 

GAS DISCOVERY BY 

HILL PRODUCTION 


West Madisonville 
Grimes County, Texas 


MP) CAYUGA INTEREST LANDS 50% IN 2,569 ACRES 
+ SCALE 1 MILE 


Finding & Developing Cost Per Barrel 
To April 30, 1976 
Total Expenditures 


Deduct cost of undeveloped 
land 


Net Total Finding & Develop- 
ment Expenditures 


“Total Barrels Found 


Net Cost per Barrel, to Find 
and Develop 


$2,800,000 


$2,500,000 
1,400,006 


*Gas reserves of 6.8 BCF have been converted to 
850,000 barrels of oil. 
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United States 


The Company participated in drilling seven 
wells in Texas and Louisiana and purchased 
interests in 28,000 acres in Texas, Louisiana 
and Colorado. Expenditures in the United States 
totalled $650,000, resulting in two gas wells, 
one in Texas and one in Louisiana. These 
wells are expected to be on production in the 
summer of 1976 at an average gas price of $1.50 
per thousand cubic feet. 


Exploration plans for next year will continue 
to focus on South Texas and the multi-zone res- 
ervoirs along the onshore Texas and Louisiana 
Gulf Coast areas. One of the recently acquired 
exploration prospects in Texas is shown on the 
plat entitled West Madisonville where the Com- 
pany has a 50% interest in 2,700 acres. This 
area (inset illustration) is the site of recent oil 
and gas discoveries in the Woodbine formation. 


Canada 


The Company continued a limited exploration 
program in the gas-prone areas of Eastern 
Alberta by participating in the drilling of 15 wells 
which resulted in six gas completions and nine 
abandonments. Two of the gas wells are an 
eastward extension of the Marten Hills gas field. 
The Company owns approximately a 25% work- 
ing interest in 7,500 acres bordering this gas 
field (illustration). The value of certain undrilled 
leases in the Medicine River and Utikuma areas 
of Alberta have been enhanced by recent nearby 
oil and gas completions. The Company plans to 
continue a limited exploration program next 
year in Alberta, concentrating on gas. | 


Production and Revenue 


The Gambling Lake gas property performed 
to expectations since going on production in 


RGE 23 W4M 


Remaining Recoverabie Reserves 
April 30, 1976 
Oil 
415,000 
40,000 
455,000 Bbis. 


Proven reserves only (before royalties) 


TWP 


Acreage Holdings 
Gross Net 


137,313 24,778 
28 482 6,883 


165,795 Ac. 31,661 Ac. 


| ee 


s Area 


Marten Hill 


Alberta 
H * 
QM) “CAYUGA INTEREST LANDS 17.5-50% Wells Drilled 
© DRY HOLE 1973 1974 = 1975 
x GAS WELL Gas 4 16 12 2 
H——_ SCALE 1 MILE Oil —_— 1 2 


Dy 13 47 20 
Total 17 63 34 


*Thomson participated in varying %’s in each of the 
above wells. 


Current Status of Completed Wells 


August 1975. Approximately 16 of 36 shut-in ; 
Producing Shut-In 


gas wells in Alberta will go on stream during 
next year including the two gas wells in Marten 
Hills. Total income from existing oil and gas 
properties for the coming year is estimated to 
be $650,000. 


Gas Wells 
Oil Wells 
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Summary of Accounting Policies 
(a) Consolidation 


The consolidated financial statements include the accounts of the Company and all its subsid- 
iaries. Significant intercompany transactions and balances have been eliminated. 


(b) Work in progress and drilling supplies. 


Work in progress for footage and turnkey contracts is carried at cost less progress billings. 
Drilling supplies are carried at the lower of cost and estimated realizable value. 


(c) Fixed assets 


Drilling equipment and depreciation — Additions of new equipment and major upgrading of 
existing equipment are capitalized. Repairs and replacements which do not materially increase 
values or extend useful lives are expensed. Cost and accumulated depreciation are removed 
from the accounts when an asset is sold or retired, and the resulting gain or loss is included in 
income. Depreciation is provided on the straight-line method over the estimated useful lives of 
the various classes of assets at rates from 6% to 30% per annum. 


Oil and gas properties and depletion — The Company follows the full-cost method of accounting 
for oil and gas properties, wherein all costs relative to the exploration for and development of oil 
and gas reserves, whether productive or non-productive, are capitalized and depleted on the 
composite unit of production method based on estimated proven reserves of oil and gas. 


(d) Deferred costs 


Costs applicable to the relocation of drilling rigs to the United States and the United Kingdom 
are written off over the period of initial drilling contracts. 


(e) Goodwill 


Goodwill is being amortized over a fifteen-year period. 


(f) Revenue recognition 


Revenue from daywork contracts is recorded as the work progresses, while revenue from footage 
and turnkey contracts is recorded when contract depths are reached. 


(g) Income taxes 


Deferred income taxes are recorded for all significant timing differences between financial 
income and taxable income. Investment tax credits are recognized under the flow-through method 
as reductions in income tax expense. 


(h) Earnings per share 


Earnings per share are calculated by dividing net income by the weighted average number 
of shares of common stock outstanding during the year. 


(i) Foreign currency translation 


Foreign currency items are expressed in Canadian dollars as follows: a) inventories, long- 
term investments and fixed assets at historical rates; b) other current assets, current liabilities, 
long-term receivables and long-term debt at current rates; c) revenue and expenses at average 
rates during the year, except depreciation and depletion which are calculated on the Canadian 
dollar cost of related assets. Gains or losses resulting from exchange adjustments are included 
in income. 
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THOMSON INDUSTRIES LIMITED 
Consolidated Statement of Income and Retained Earnings 
FOR THE YEARS ENDED APRIL 30, 1976 AND 1975 


1976 1975 
Revenue: 
Contract drilling and well servicing .................. ee eeee $24,758,397 $16,387,820 
COTO ee IE Se es ee ae eee on eo ee 219,756 146,212 
PONE SAIC TO mIKCOLASSGlS Fae. sa) oo oak is ce oben eee es 53,340 356,731 
ie bal (es tile pet er ete Bein. Ge pean er 130,917 109,880 
25,162,410 17,000,643 
Expenses: 
CS REET ET C8 are Ge tr er ee ee 19,121,112 12,978,706 
eae alan AGMIIIGIFAUVO 97-92 fo ok oes cc ce wcaaee 4,659,471 1,083,604 
Pl GrisiOl MOR OUD rAGCOUNIS) = 6c c.o5 sco cies diac w cue ols we 255,239 ~ 
one eG OMAOLIY OOk=. p06 da ee ne gs ck kaw Bk ok eee 444,656 218,493 
CR PEVE TR UGU ESS 0 lh tiny, Seay oo eng a 135,578 145,524 
SIAR NAN ON RM es aoe sous olisk Ag 5 apene “kee 5.0 aie e 2 2 ewe | 5s 804,435 646,341 
DE RETR S o SS oe Se a 97,003 43,499 
Peete TUCO GOON Ee oF iene ir ce seine ois we Seceidi ss ewes ooo 15,264 15,264 
22,532,758 15,191,431 
Income before income taxes and extraordinary item .............. 2,629,652 1,809,212 
IO MANOS ere rer er his oe Oe as ms te el chia eae we oe 1,126,106 855,324 
Income before extraordinary item ............................. 1,503,546 953,888 
Extraordinary item: 
Reduction of income taxes resulting from claiming certain costs 
incurred by a subsidiary prior to acquisition .............. — (367,551) 
NeEINCOMEe 1HOtING VGANo..coe fot. ne oe at a en eS eet Se es 1,503,546 1,321,439 
Retained earnings at beginning of year ......................... 3,353,169 2,031,730 
4,856,715 3,353,169 
DUG fe Pelayo Oy eye Te yy Mesentlece fety see ORD grape na fy SP wy S ome a I roo re 90,000 — 
Retained earnings at end of year .............................. $ 4,766,715 $ 3,353,169 
Earnings per share (Note 4): 
income before extraordinary item... .. 62.5.2. 8s os eek ek ees $1.68 $1.08 
ERTTOOTONALY CIEINE eA Gigs oo ota s io ete Seren ws Mats Wiha Sak = 41 
NEHRING OMG OREIG VOLE C8 jiacos cite to ein ce nor eek eee ues Mee $1.68 $1.49 


See accompanying notes. 
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THOMSON INDUSTRIES LIMITED 


(Incorporated under the laws of Ontario) 


Consolidated Balance Shee 


ASSETS 
1976 1975 
Current: 
CAST io his vic Je Se ais ott a eae eR leat ar amen ce ac $ 356,596 $ — 
Accounts receivables.) ata nt os eee Ie ee nee 5,281,149 4,318,486 
Workin DFOGKESS i nciescsc a pect ps etre ence ee ie ten ee eee 32,571 42,772 
Drilling (Supplies ree acre rae eter etl epee ere an Rr eee 204,485 200,617 
Prepaid: expenses <i iciies a irs tic laters creas tere eet oer eae 68,541 91,875 
5,943,342 4,653,750 
investments and accounts receivable at cost: 
AST bt: | =o ee een etter ar ont anme mar pris Mera unmee PMOMI Ne eee h sinc Mas Lege eI ute 5a 190,690 189,481 
Notes and accounts receivable (Note 2) ................44. 932,049 180,525 
1,122,739 370,006 
Fixed at cost: 
Drilling rigs, service rigs and related property and equipment less 
accumulated depreciation of $4,658,630 (1975 — $3,940,962) 8,922,453 5,996,647 
Oil and gas properties and related equipment less accumulated 
depletion and depreciation of $198,600 (1975 — $101,597) .. 2,591,751 1,729,026 
11,514,204 7,125,673 
Other: 
Deferred COSTS 2 sor ice ease ae ere eee eee —_ 276,157 
Goodwill cess Wine Sates te ete elo at 138,362 153,626 | 
138,362 429,783 


$18,718,647 $13,179,212 


See accompanying notes. 
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April 30, 1976 and 1975 


LIABILITIES 


1976 
Current: 
Bankside ptedness: (NOtG{ So) ita erie chee eee oe ea: ok ce havens $ 105,000 
Accounts payable and accrued charges .................... 4,077,422 
Current: maturitieseof long-term debt 2.225. 46 ese ses eb dele bt 837,719 
5,020,141 
Ong term GeDt- (NOG |S). oie stei a si bee ae ee oe ees belie wg hes dies 5,508,500 
DEIOITOdINCOING 1AXOS =o oi esse aoe trek ele peace eke ea ee et 2,465,682 
Shareholders’ equity: 
Capital (Note 4) 
Authorized — 
2,000,000 shares of no par value 
Issued — 
916,703 shares (1975 — 885,503 shares) .............. 957,609 
BIS TAINCC CANTINOS gant crc cis. snalevtizca’ arte au rae ence seen t te ec siete aida 4,766,715 
5,724,324 
Contingency: (NOG 5) ii i i ae re a eaters evign ae 
$18,718,647 


On behalf of the Board: 


fb home 


irector. 


Ce 


Director. 


1975 


$ 1,880,000 
3,068,633 
666,865 


5,615,498 
1,743,126 


1,632,355 


835,064 


3,353,169 
4,188,233 


$13,179,212 
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THOMSON INDUSTRIES LIMITED 


Consolidated Statement of Changes in Financial Position 
FOR THE YEARS ENDED APRIL 30, 1976 AND 1975 


1976 1975 
Source of funds: 


Net income for the year: 25 cc20 See ee $ 1,503,546 $ 1,321,439 
Add (deduct) items not requiring an outlay of funds — 


Depreciation, depletion and amortization ............... 916,702 705,104 
Write’ off of-deterred:COSIS* en ae ee eee 276,157 — 
Deferred income! taxes 5.525% cu 1 gece te eee 833,327 373,582 
Gain on sale:of fixed: assets’. 4.2 2 eee (53,340) (356,731) 
Funds provided from operations .............. 3,476,392 2,043,394 
Proceeds from sale of fixed assets .................0cc eee 449,295 646,215 
Issue of long-term debt 3.23.52 3 ee ee eee 6,613,000 1,231,272 
Investments and accounts receivable ...................... 69,082 198,662 
Issue of share capital: .. s..0. cae eee ee ee ee 122,545 8,850 
Total:funds. provided2).22> aur 3. 9 re ee 10,730,314 4,128,393 


Application of funds: 


Additions to drilling rigs and related equipment ............. 4,024,193 2,919,091 
Additions to*oil‘and gas prOpeMicsS:. 4.2 sass ee 1,061,731 755,563 
Deferred Costs. i sau. 22. cha. Ve ste ee Sam 276;157) 
Reduction of long-termdebt..). 3. i ee 2,847,626 819,019 
Investments and accounts receivable .....................- 821,815 305,863 
Dividend. paid: 2... ales. ee ee eee 90,000 — 
Total funds applied sae 2 eee 8,845,365 5,075,693 
Increase (decrease) in working capital ........................ 1,884,949 (947,300) 
Working capital (deficiency) at beginning of year ............... (961,748) (14,448) 
Working capital (deficiency) at end of year .................... $ 923,201 $ (961,748) 


See accompanying notes. 
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THOMSON INDUSTRIES LIMITED 


Notes to Consolidated Financial Statements 
APRIL 30, 1976 
1. Summary of accounting policies 


The information presented on page 16 summarizes the significant accounting policies of the 
Company and is an integral part of the consolidated financial statements. 


2. Notes and accounts receivable 1976 1975 
Notes receivable including a 10% demand note from an officer for 

$50,000 in connection with the purchase of a residence .......... $ 258,284 Sens, 184 
Trade accounts receivable not collectible within one year .......... 615,360 — 


Advances to directors and employees for purchase of shares from a 
trustee under share purchase and option plans (secured by the 


SIRE ASSO RSLALCS J Or heen ne te eres PE he ge ban & is 108,986 103,691 
982,630 276,875 

Less amount due within one year under share purchase plans included 
RGB COULILG LCCEINAD IG 7 a5 nici ete en ere Beans. See es | ae 50,581 96,350 
$ 932,049 $ 180,525 


Accounts receivable not collectible within one year include one account for $791,733 less 
an allowance for loss of $200,000. The debtor is reorganizing its affairs under Chapter 11 of the 
United States Federal Bankruptcy Act and is developing a plan for payment of its debts. 


3. Long-term debt 1976 1975 
Bank loan repayable in quarterly instalments of $150,000 plus interest $4,700,000 $2,325,000 
Bank loan not repayable prior to November 1977 with no provision for 
SchleclucdsolinclDalsreDAVIMChIS miata kt et vite Smee, © tee. ws He 200,000 — 
Bank loan repayable in monthly instalments of $28,500 (including 
Chest atO REDIUAlYat OO la tet eo cate ae vctans peter Nee muna sis Ses 1,250,000 — 
Advances from bank as part of the $8 million financing agreement 
RIE MHODCOLDC LOW Saige te tie Gos tue eins ence an et ieee UAE dS ac os, 163,000 — 
CHURRED? oS GS ea No a a ge og ar nee ah ie tere ea Ae” ne 33,219 84,991 
6,346,219 2,409,991 
Less instalments due within one year included in current liabilities 837,719 666,865 
$5,508,500 $1,743,126 


The bank loan of $4,700,000 and the current bank indebtedness of $105,000 are secured by 
assignment of accounts receivable and by debentures of $5,000,000 which are secured by a fixed, 
specific and floating charge on all of the Companies’ assets. The debenture contains certain 
restrictions with respect to capital expenditures and the payment of dividends. The bank loan of 
$1,250,000 is secured by specific drilling rigs and equipment. The remaining loans are unsecured. 

The Company has arranged to borrow, subsequent to the year end, up to $8,000,000 (U.S. 
funds) from a U.S. bank. The proceeds of this loan are to be used to retire the major portion of 
the long-term debt outstanding at April 30, 1976 and to finance additional drilling and well servicing 
equipment. The term of the loan will be two years and quarterly instalments of $333,333 plus 
interest are required during the term. Substantially all of the Companies’ assets will be pledged as 
security for the loan. 

Long-term debt outstanding at April 30, 1976 matures during the years 1978 to 1981 as follows: 
1978 — $827,000; 1979 — $840,000; 1980— $866,000; and 1981 — $2,612,500. 


4. Share capital 

During the year 15,500 shares were issued on the exercise of options for $24,675, and 15,700 
shares were issued to employees pursuant to a stock purchase plan for $95,770. Of the total 
consideration, $106,832 was advanced by the Company (see Note 2). 

At April 30, 1976, 9,700 shares were reserved for an employees’ stock purchase plan and 3,800 
shares were reserved under employees’ Incentive Stock Option Plans. Options to purchase 58,450 
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shares at prices ranging from $1.80 to $6.10 per share are outstanding, including 27,450 to officers, 
and are exercisable from time to time until February 26, 1979. Under the stock purchase and option 
plans, options are granted and shares are sold at prices not less than 90% of the market value 
at the date of grant or issue. 


If shares under option had been issued, earnings per share would have been $1.55 on a fully 
diluted basis. 


5. Contingency 

In 1970 Revenue Canada, Taxation, assessed a wholly-owned subsidiary for income taxes 
in connection with its 1967, 1968 and 1969 taxation years of approximately $250,000 including 
interest to date. The subsidiary’s objection to the assessment has been denied and an appeal 
has been filed with the Tax Review Board. The Company’s legal counsel has advised that in 
light of certain decisions of the courts, the position of the subsidiary in respect of its appeal 
is uncertain. 


Pending the ultimate outcome of the matter, no provision has been made in the accounts 
for this item. 


6. Statutory information 

Remuneration of directors and senior officers of the Company amounted to $308,600 during 
the year and is included in expenses in the accompanying consolidated financial statements. 
In addition to advances under share purchase and option plans (see Note 4), the Company loaned 
$44,800 to directors and officers during the year. Of this amount $8,814 is outstanding at April 30, 
1976 and is included in accounts receivable. 


7. Anti-Inflation Program 

Effective October 14, 1975 the Federal Government of Canada passed the Anti-Inflation Act 
and subsequently issued Regulations which are presently scheduled to be in force until December 31, 
1978. Under this legislation the Company is subject to mandatory compliance with respect to 
shareholder dividends and during the twelve months ending October 13, 1976 would not be per- 
mitted to declare dividends in excess of 36¢ per share. 


Auditors’ Report 


To the Shareholders of 
Thomson Industries Limited. 


We have examined the consolidated balance sheet of Thomson Industries Limited and its 
subsidiaries as at April 30, 1976 and the consolidated statements of income and retained earnings 
and changes in financial position for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 

In our opinion, subject to such adjustments, if any, as may result from the realization of the 
accounts receivable not collectible within one year and the ultimate disposition of the income 
tax assessments referred to in Notes 2 and 5 respectively, these consolidated financial statements 
present fairly the financial position of the companies as at April 30, 1976 and the results of their 
operations and changes in their financial position for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding 


year. 
Calgary, Canada. Coohlur Yay ElosliM Gol yO 


June 21, 1976. Chartered Accountants 
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Financial Review 


Ludovic W. Philippot 
Vice-President, Finance & Secretary-Treasurer 


Revenue 


Revenue in 1975 and 1976 came from the following sources: 


Revenue Percent of Total 

1976 1975 1976 1975 

COniraCMOTINING. 6c e aie Saad Sas os $22,508,889 $14,653,121 89% 86% 
MVOLMOOUIMICING 9 oeo5 cath Mant hoe bs Saudia 2,249,508 1,734,699 9% 10% 
WUE CRGASPOAICS. se ok ee ek 219,756 146,212 1% 1% 
COST? Say Ail ra OER Aa IES sel SIR ma nr ato 184,257 466,611 1 %o 3% 
$25,162,410 $17,000,643 100% 100% 


Most of the increase in revenue results from the United States drilling operation which completed 
its first full year of operation in 1976 as compared to only six months in 1975. Operating expenses 
and general and administrative expenses increased by approximately the same proportion as 
revenue. Gross margin as a percent of sales improved slightly from 23.6% to 24.0%. 


Accounts Receivable 


A customer who owes the company $787,860 has filed for reorganization under Chapter 11 of 
the Bankruptcy laws of the United States. To date, no plan of arrangement has been submitted to 
the creditors. The debtor’s unaudited financial statements as of May 31, 1976 show a net worth of 
$36,460,000. Funds provided from operations for the ten months ended May 31, 1976 amounted to 
$29,810,000. While management believes that this account will be fully collected in the next three 
years, it has been judged prudent to provide for a possible loss of 25% of the amount owing and 
accordingly a provision for doubtful accounts amounting to $200,000 was recorded during the year. 


Long-Term Debt 


The addition of six drilling rigs and three service rigs during the spring and summer of 1976 
necessitated additional financing. Subsequent to the year end, a term loan in the amount of 
$8,000,000 (U.S. funds) was arranged with a Houston bank. The term of the loan is two years and 
quarterly instalments of $333,333 plus interest are required during the term. Part of the proceeds 
of the loan will be used to retire the long-term debt outstanding at April 30, 1976. 


Toronto Stock Exchange Listing 


On December 2, 1975 the common shares of the Company were listed on the Toronto Stock 
Exchange. This listing, in addition to the listing on the Alberta Stock Exchange, has contributed to 
an improvement in the marketability and distribution of the Company’s stock. 
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Financial Review (continued) 


SHARE INFORMATION 


Price Range and Volume 


Fiscal Years 
1976 1975 
High Low Volume High Low Volume 
First Quarier. 4 eee 4.35 2.50 58,526 2.00 1:50 2,300 
Second: Quarter’ 2222 54-- eee. 5.50 4.35 60,400 2.00 1.50 4,200 
Third: Quarter ~ 2-4 ee 5.62 Deo 26,100 2.00 iirds 3,600 
Fourth: Quaner..-42- ee 8.12 5.75 93,410 2.95 2:25 4,400 


Distribution of Common Stock as of July 31, 1976 


Number Shares 
382 Holders of 1-24 Share Lots 4,951 
201 Holders of 25-99 Share Lots 9,343 
151 Holders of 100-199 Share Lots 17,254 
74 Holders of 200-299 Share Lots 15,374 

35 Holders of 300-399 Share Lots 10,670 
19 Holders of 400-499 Share Lots 7,740 
65 Holders of 500-999 Share Lots 312156 
100 Holders of 1000-Up Share Lots 838,855 
1,033 Shareholders Total Shares 941,953 


John W. Thomson, President of the Company, owns 475,372 common shares of the Company 
representing 50.5% of the outstanding shares. 


Dividends on Common Shares 
Initial cash dividend of 10¢ per share was paid December 31, 1975. 


Second cash dividend of 10¢ per share was paid August 15, 1976. 


Quarterly Earnings Per Share 


1976 1975 
First Quartet srs so. 265.2 aaa eee serene ee $ .30 $ .05 
Second. Quarter*. 2ossii he Ga. oe ee 36 36 
Third Quarter |. hic cco heets cv aseve owt oe al ere eee a es 52 33 
Fourth Quarter. 2...) 2. -e eee ee eee ee .50 5 
Year .. iss. ¢ie iene eee ee $1.68 $1.49 
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How Our Sales Dollar is Disbursed 


Materials and contract services 
provided by others 
$10,615,410 


Dividends to shareholders 
$90,000 


Interest on loans 
$580,234 


Corporate taxes payable 
$1,126,106 


Retained earnings 
$1,503,546 


Depreciation 
$916,702 


Wages and benefits 
$10,330,412 
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Statement of Estimated Current Value of Assets (Note 1) 


AS AT JULY 31, 1976 


Thomson Drilling Inc. 
Rocky Mountain Division 
(5 ‘rigs, 7,000-10;000 feet) ae. aoe 


South Texas Division 
(8. rigs, 7,000-12,000 fect). ee 


Bow Island Drilling 
(10 rigs; 1,000-3;000* feet ) re eee 


Sarcee Drilling 
(5 rigs, 3,000-6,000 feet) 2.0... eine 


Thomson Drilling (U.K.) Ltd. 
(3 rigs, 1,000-6,000 fe@t}" 3 ee eee 


Target Well Servicing 
(14 rigs; 1,000-18;000 feet). cts 


Oil and Gas Properties (Note 3). >... ee 


Investments and Other Assets (Note 4) ............ 


NOTES: 


Depreciated 


Book 


Values 


$ 600,000 


2,600,000 


2,600,000 


600,000 


400,000 


2,200,000 


9,000,000 


2,600,000 


1,200,000 


$12,800,000 


Estimated 
Current 
Values 


(Note 2) 


$ 2,800,000 


4,900,000 


3,100,000 


1,700,000 


1,100,000 


3,300,000 


16,900,000 


4,000,000 


1,600,000 


$22,500,000 


New 
Replacement 
Values 
(Note 2) 


$ 5,900,000 
10,700,000 
4,000,000 
3,000,000 
1,600,000 


3,900,000 


$29,100,000 


1. (a) Estimated current value should not be construed to represent the net worth of the Company. 
(b) Estimated current values are based on current business conditions, which vary from day to 
day. Consequently, these estimated values could change significantly over relatively short 


periods of time. 


2. The estimated current values of the rigs were determined from a recent independent appraisal. 
New replacement values of the rigs were determined from recent supplier quotations. 


3. The current value of oil and gas properties has been determined by management’s appraisal of 
land holdings and proven reserves based on current land prices, product prices, royalties pay- 


able, and recent sales of similar properties. 


4. The current value of investments has been determined by management, based on its estimate 


of the underlying value of the investments. 
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OPERATING SUBSIDIARIES AND DIVISIONS 
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1100 Milam Building, Suite 3080 
Houston, Texas 77902 
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Dal LaBaume — Contracts Manager 
Arnold White — Chief Accountant 
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Gordon James — General Manager 
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